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“The risk of people doing things 
they shouldn’t, or not doing things 

they should”



“The riskiest part of our business nowadays is 
operational risks. We can have hours of 
discussion on credit or market risks. But the one 
thing that really hurt in the last 10 years of our 
industry is op risks, not credit or market risks. 

If you do something wrong as a bank, or you 
have people doing bad things within the bank, it 
costs you much more than any credit risk or 
market position”





• Missed (much of) the crisis 👉 “Never Again” 

• Conduct in good times, Prudential in bad times 

• Low level of mutual trust 

• Retrospective regulation 

• Primacy of auditability 👉 Codification 
  

Regulatory Dynamics



When codifying C&E goes wrong..



• Extrinsic drivers 

• Shifting Norms - societal & regulatory 

• Seniority may not equate to expertise 

•Learned behaviours are hard to shift 

• Business Models 

• Incentives - esp. Compensation models 

Why is Conduct & Ethics (C&E) so hard?



 Low Visibility 

 Indicators tend to lag 

 Hard to pre-emptively control 

 Easier to measure the bad, than the good 

 Measure what you can, not what you should 

 “Zero tolerance” 

Dashboard Delusion

“Vertrauen ist gut, Kontrolle ist besser”



• Marketing materials pose a theoretical risk 

• Traditional solution 👉 Pre-Approval 

• Errors of Commission vs. Errors of Ommission 

• Key Conduct Risk is non-disclosure 

• “What you see is all there is” 

• Free insurance policy 
 

Marketing Materials



A new regulatory paradigm

The regulator instead 
expects companies to 
“consider and assess all 
aspects of the benefit 
are designed to 
enhance the quality of 
the service to the client”



Unintended consequences?



Evolution of motivation

“Compliance” 
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